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royalties due are payable immediately 
upon notification. Late payment or un-
derpayment charges will be assessed in 
accordance with 30 CFR 218.102. The 
BLM may terminate a royalty rate re-
duction if it is determined that the 
production rate was manipulated by 
the operator for the purpose of receiv-
ing a royalty rate reduction. Termi-
nations of royalty rate reductions will 
be effective on the effective date of the 
royalty rate reduction resulting from 
the manipulated production rate (i.e., 
the termination will be retroactive to 
the effective date of the improper re-
duction). The operator/payor shall pay 
the difference in royalty resulting from 
the retroactive application of the 
unmanipulated rate. Late payment or 
underpayment charges will be assessed 
in accordance with 30 CFR 218.102. 

[48 FR 33662, July 22, 1983; 48 FR 39225, Aug. 
30, 1983, as amended at 49 FR 30448, July 30, 
1984; 53 FR 17354, May 16, 1988; 57 FR 35973, 
Aug. 11, 1992. Redesignated at 61 FR 4750, 
Feb. 8, 1996; 70 FR 53074, Sept. 7, 2005; 75 FR 
61626, Oct. 6, 2010] 

§ 3103.4–3 Heavy oil royalty reduc-
tions. 

(a) Certification. The operator/payor 
must use the applicable royalty rate 
when submitting the required royalty 
reports/payments to the Minerals Man-
agement Service (MMS). In submitting 
royalty reports/payments using a roy-
alty rate reduction the operator/payor 
must certify that the API oil gravity 
for the initial and subsequent 12-month 
periods was not subject to manipula-
tion or adulteration and the royalty 
rate was determined in accordance 
with the requirements and procedures. 

(b) Agency action. If an operator/ 
payor incorrectly calculates the roy-
alty rate, the BLM will determine the 
correct rate and notify the operator/ 
payor in writing. Any additional royal-
ties due are payable to MMS imme-
diately upon receipt of this notice. 
Late payment or underpayment 
charges will be assessed in accordance 
with 30 CFR 218.102. The BLM will ter-
minate a royalty rate reduction for a 
property if BLM determines that the 
API oil gravity was manipulated or 
adulterated by the operator/payor. Ter-
minations of royalty rate reductions 
for individual properties will be effec-

tive on the effective date of the royalty 
rate reduction resulting from a manip-
ulated or adulterated API oil gravity 
so that the termination will be retro-
active to the effective date of the im-
proper reduction. The operator/payor 
must pay the difference in royalty re-
sulting from the retroactive applica-
tion of the non-manipulated rate. The 
late payment or underpayment charges 
will assessed in accordance with 30 
CFR 218.102. 

[61 FR 4750, Feb. 8, 1996, as amended at 75 FR 
61626, Oct. 6, 2010] 

§ 3103.4–4 Suspension of operations 
and/or production. 

(a) A suspension of all operations and 
production may be directed or con-
sented to by the authorized officer only 
in the interest of conservation of nat-
ural resources. A suspension of oper-
ations only or a suspension of produc-
tion only may be directed or consented 
to by the authorized officer in cases 
where the lessee is prevented from op-
erating on the lease or producing from 
the lease, despite the exercise of due 
care and diligence, by reason of force 
majeure, that is, by matters beyond the 
reasonable control of the lessee. Appli-
cations for any suspension shall be 
filed in the proper BLM office. Com-
plete information showing the neces-
sity of such relief shall be furnished. 

(b) The term of any lease shall be ex-
tended by adding thereto the period of 
the suspension, and no lease shall be 
deemed to expire during any suspen-
sion. 

(c) A suspension shall take effect as 
of the time specified in the direction or 
assent of the authorized officer, in ac-
cordance with the provisions of § 3165.1 
of this title. 

(d) Rental and minimum royalty pay-
ments shall be suspended during any 
period of suspension of all operations 
and production directed or assented to 
by the authorized officer beginning 
with the first day of the lease month in 
which the suspension of all operations 
and production becomes effective, or if 
the suspension of all operations and 
production becomes effective on any 
date other than the first day of a lease 
month, beginning with the first day of 
the lease month following such effec-
tive date. Rental and minimum royalty 
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payments shall resume on the first day 
of the lease month in which the suspen-
sion of all operations and production is 
terminated. Where rentals are cred-
itable against royalties and have been 
paid in advance, proper credit shall be 
allowed on the next rental or royalty 
due under the terms of the lease. Rent-
al and minimum royalty payments 
shall not be suspended during any pe-
riod of suspension of operations only or 
suspension of production only. 

(e) Where all operations and produc-
tion are suspended on a lease on which 
there is a well capable of producing in 
paying quantities and the authorized 
officer approves resumption of oper-
ations and production, such resump-
tion shall be regarded as terminating 
the suspension, including the suspen-
sion of rental and minimum royalty 
payments, as provided in paragraph (d) 
of this section. 

(f) The relief authorized under this 
section also may be obtained for any 
Federal lease included within an ap-
proved unit or cooperative plan of de-
velopment and operation. Unit or coop-
erative plan obligations shall not be 
suspended by relief obtained under this 
section but shall be suspended only in 
accordance with the terms and condi-
tions of the specific unit or cooperative 
plan. 

[53 FR 17354, May 16, 1988. Redesignated at 61 
FR 4750, Feb. 8, 1996] 

Subpart 3104—Bonds 
§ 3104.1 Bond obligations. 

(a) Prior to the commencement of 
surface disturbing activities related to 
drilling operations, the lessee, oper-
ating rights owner (sublessee), or oper-
ator shall submit a surety or a per-
sonal bond, conditioned upon compli-
ance with all of the terms and condi-
tions of the entire leasehold(s) covered 
by the bond, as described in this sub-
part. The bond amounts shall be not 
less than the minimum amounts de-
scribed in this subpart in order to en-
sure compliance with the act, including 
complete and timely plugging of the 
well(s), reclamation of the lease 
area(s), and the restoration of any 
lands or surface waters adversely af-
fected by lease operations after the 
abandonment or cessation of oil and 

gas operations on the lease(s) in ac-
cordance with, but not limited to, the 
standards and requirements set forth 
in §§ 3162.3 and 3162.5 of this title and 
orders issued by the authorized officer. 

(b) Surety bonds shall be issued by 
qualified surety companies approved by 
the Department of the Treasury (see 
Department of the Treasury Circular 
No. 570). 

(c) Personal bonds shall be accom-
panied by: 

(1) Certificate of deposit issued by a 
financial institution, the deposits of 
which are Federally insured, explicitly 
granting the Secretary full authority 
to demand immediate payment in case 
of default in the performance of the 
terms and conditions of the lease. The 
certificate shall explicitly indicate on 
its face that Secretarial approval is re-
quired prior to redemption of the cer-
tificate of deposit by any party; 

(2) Cashier’s check; 
(3) Certified check; 
(4) Negotiable Treasury securities of 

the United States of a value equal to 
the amount specified in the bond. Ne-
gotiable Treasury securities shall be 
accompanied by a proper conveyance to 
the Secretary of full authority to sell 
such securities in case of default in the 
performance of the terms and condi-
tions of a lease; or 

(5) Irrevocable letter of credit issued 
by a financial institution, the deposits 
of which are Federally insured, for a 
specific term, identifying the Sec-
retary as sole payee with full authority 
to demand immediate payment in the 
case of default in the performance of 
the terms and conditions of a lease. 

Letters of credit shall be subject to 
the following conditions: 

(i) The letter of credit shall be issued 
only by a financial institution orga-
nized or authorized to do business in 
the United States; 

(ii) The letter of credit shall be irrev-
ocable during its term. A letter of cred-
it used as security for any lease upon 
which drilling has taken place and 
final approval of all abandonment has 
not been given, or as security for a 
statewide or nationwide lease bond, 
shall be forfeited and shall be collected 
by the authorized officer if not re-
placed by other suitable bond or letter 
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